E Returning Title IV Funds

June 1999 Fiscal Officer Training ¢ Participant’s Guide Session Five — 1



2 — Session Five Fiscal Officer Training ¢ Participant’s Guide June 1999



A. DETERMINING WHEN RETURNING
TITLE IV FUNDS IS REQUIRED

Notes

\0/ Returning Title 1V Funds

Title IV funds must be returned when a school:
+ is holding excess funds,
+ is releasing campus-based funds,

+ is returning FFEL or Direct Loan proceeds that
cannot be delivered because student is no longer
eligible, or

+ has performed a refund calculation.

B. EXCESS CASH

\0/ Definition of Excess Cash

Excess cash is any amount of Title IV program funds
(except for FFEL Program or Perkins Loan Program

funds) that are not disbursed to students by the end df
the third business day following receipt of the funds.
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Reasons WHY A ScHooL May Have Ex
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» Funds were drawn down but not used according to “immediate need’| rule

» A school has no pending disbursements to make or is no longer partic
programs.

pating in|Tiitle| IV

» There was a reduction in reported expenditures on a closed award.

v

Interest or investment income on federal funds exceeds amounts allowed.

» The school owes ED for disallowed program expenditures discovered during an audit or
program review. Examples include:

0O A school draws down funds and credits a student’s account, but the sﬂ:; dent |does nat
attend school. The school cancels the disbursement and returns|the funds to |its federal
cash account. Depending on the school’s cash needs, this action may result in|the
school having excess cash.

O A school has excess cash because it drew down more than it disbursed to|students
b

The cash was drawn down and deposited into the school’s cash account |but neven used.
During a program review, the reviewer tells the school to return the|excess|cash or|to
adjust the school’s next drawdown if it is within the allowed time period.

O A school draws down and disburses funds improperly. These improperly|disbursed
funds are a liability. The school is also responsible for reimbursing |ED for inrje rest on
these funds. This situation occurs when a school credits a student’s account and fails to
cancel the award when the student doesn’t attend school and when the |school fails to
provide matching funds for the campus-based programs.

ExcepTions To Excess CAsH DEFRINITION

» Schools under the just-in-time payment method are exempt since, by| definition, they will
have no excess cash.

» The amount of cash held by the school falls within regulatory tolerances
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1. Tolerances Notes

‘@ Tolerances

Tolerance rules allow a school to have excess cash:

+ during peak enroliment periods if it draws down
and maintains excess cash of less than 3% of totgl
prior-year drawdowns or

+ during nonpeak enrollment periods if it draws
down and maintains excess cash of less than 1%]of
total prior-year drawdowns.

School must eliminate excess cash within 10 days of
receipt of funds (3 business days plus 7 tolerance day
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= Peak enrollment occurs when at least 25 percent of a
school’s students start classes during a given 30-day
period.

‘{‘7 Calculating Peak Enrollment

To calculate the percentage of students who start claspes
within a given 30-day period:

Step 1: Determine number of students who started
classes during that period in prior award year.

Step 2: Determine total number of students who start¢d
classes during the entire prior award year.

Step 3: Divide number in step 1 by humber in step 2.
Step 4: Multiply result in step 3 by 100.

= To determine total prior-year drawdowns, include all
Title IV funds, including Direct Loans. Direct Loan
schools may also include prior-year FFEL Program loans
in their calculations.
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2. Liabilities

\0 Liabilities

If a school maintains excess cash in its account, ED
may:
+ require the school to reimburse the government fq
costs incurred by having excess funds held by the
school, and

+ take action to fine, limit, suspend, or terminate thq
school’s participation in one or more Title IV
programs.

=

= Institutional liability is equal to the difference between the

earnings any excess cash would have generated if

invested under the applicable current value of funds rate

and the actual interest earned.

C. METHODS FOR RETURNING FUNDS

= The procedure that a school follows to return funds
depends on the circumstances that necessitated the

return.

1. Excess Cash

\“/ Returning Excess Cash

To return excess cash, the school sends a check to:

U.S. Department of Education
P.O. Box 952023
St. Louis, MO 63195-2023

Remittance should include the school’'s DUNS numbe

of a contact, and the reason for the return.

Amounts of $100,000 or more must be returned by
FEDWIRE.

6

Document Award number, name and telephone numbg

Notes
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= See GAPS Payee Guide and Section 4.9, pages 4-35 and

4-36, of The Blue Book for more information. Notes

2. Closed Award

= A school follows the same procedures for returning excess
cash.

= The Blue Book, Section 4.9, page 4-35, has information
about handling Federal Pell Grant decrease adjustments.

3. Funds From an Audit or Program Review

Returning Funds From an
\/ Audit or Program Review

+|f a school owes funds:

+ a copy of the FPRD or FADL is sent to ED’s
Receivables and Cash Receipts Team (RCRT) afjd

+ RCRT sets up an account receivable.

= A school may not account for disallowed funds from an
audit or program review by reducing net drawdowns on
its GAPS Activity Reports.

« Returned disallowed funds are credited to the school’s
GAPS account only for open awards.

= A school may not adjust a prior-year FISAP or Pell Grant
processed payment information to reflect disallowed
expenditures.

< A school may not directly repay FFEL Program lenders or
the Direct Loan Servicing Center unless directed by ED.
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4. Interest Earned

= Interest or investment earnings, in excess of amount

school may retain, must be returned to ED at least
annually.

= Exception is that all Federal Perkins Loan Program funds
must be retained and used for authorized activities.

‘{‘7 Returning Earned Interest

Schools must return excess interest or investment
income by check.

* The check should be sent to:

U.S. Department of Education
P.O. Box 952023
St. Louis, MO 63195-2023

= The remittance should include the DUNS number,

Document Award number, name and telephone number

of a contact, and the reason for the return.

D. RELEASING CAMPUS-BASED FUNDS

Releasing
\/ Campus-Based Funds

+ A school must return unexpended amounts of

allocation.

Notes

campus-based funds when it does not use its entfe
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E. RETURNING LOAN FUNDS
1. Returning FFEL Funds

Notes

@ Returning FFEL Funds

FFEL funds must be returned if:
* student fails to enroll,

+ student fails to meet satisfactory academic
progress or FFEL eligibility requirements at the
time loan is to be delivered,

+ student withdraws or drops out before funds are
delivered,

+ refund is due as result of refund calculation, or
* borrower requests school to reduce the loanq

Timelines for Delivering

@ FFEL Funds

+ FFEL funds received by check must be delivered
within 30 days after being received.

+ FFEL funds received by EFT or master check mupt
be delivered no later than 10 business days after
being received.

A Beginning July 1, 1999, EFT and master check funds
must be delivered within 3 business days.
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\0/ Withdrawal From School

If a student withdraws from school, school must returnj
funds within 60 days from:

+ date student officially withdraws,
+ date student is expelled, or

+ date school determines the unofficial date of
withdrawal.
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Student Drops Out But Does
\/ Not Notify School

If student drops out but does not notify school, school
must determine the withdrawal date within 30 days of
the earliest of:

+ date the school becomes aware the student has
dropped out,

* end of the academic term for which the student
dropped out, or

+ expiration of the enrollment period for which the
student was charged.
13

Notes

10 — session Five Fiscal Officer Training * Participant’'s Guide

June 1999



